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Section ___________________

Rule 74i

Response of the Office of Chief Counsel

Division of Corporation Finance

Re Morgan Stanley Smith Barney LLC

.itMorgan Stanley

5Citigroup
Inc

________________
Incoming letter dated May 29 2009

Capitalized terms in this letter have the same meaning as in your letter

Based on the facts and representations in your letter but without necessarily

concurring in your analysis the Division will not recommend enforcement action to the

Commission if without registration under the Securities Act or compliance with Rule

144 thereunder and from Legal Day One through the applicable Relief Period the

Morgan Stanley Parties the Citigroup Parties and MSSB sell securities on principal

trading basis or through customer accounts over which they respectively exercise

investment discretion in the manner and subject to the limitations described in your

letter

We have considered your request for confidential treatment of your letter and our

response We have determined that the request is reasonable and appropriate under 17

CFR 200.8 1b Accordingly your letter and our response will not be made public until

the earlier of1 the Closing Date and 120 days after the date of our response

This position is based on the facts and representations made to the Division in

your letter Any different facts or conditions might require the Division to reach

different conclusion This response expresses the Divisions position on enforcement

action only and does not express any legal conclusion on the question presented

Sincerely

TTflK
Thomas Kim

Chief Counsel and Associate Director
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DIVISION OF
CORPORATION FINANCE

John Utzschneider

Bingham McCutchen LLP

One Federal Street

Boston MA 02110-1726

Re Morgan Stanley Smith Barney LLC

Dear Mr Utzschneider

In regard to your letter of May 29 2009 our response thereto is attached

to the enclosed photocopy of your correspondence By doing this we avoid

having to recite or summarize the facts set forth in your letter

Thomas Kim

Chief Counsel Associate Director

UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
WASHINGTON D.C 20549

May 29 2009

Mail Stop 4546
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John Uschneider

Direct Phone

Direct Pa 617.9512136

john.utzchnkterbingham.com

May 29 2009

Division of Corporation FinanQe

0Th of eCbef Counsel

Securities and Exchange Commission

1.00 Street N.E

Wishington .2O54

lte Morgan Stanley Sndtb Barney .R uest for .No-Actkrn

rosition Seetion 1u1Ø 144

Ladies and.Geztdemen

This letter mscertam requests for temporary relief on behalf of Morgan
Stanley Smrth flarny LLC MsSJ and its two ultimate parents Morgan Stanley

Mrian Stan1e and together with Its aThilates other than Holdings as defined

below MSSI3 4nd other direct and indirect subsidiaries of Holdings the i4orgn
yjjjfand Cttrgrou Inc Citigroup and together tvith its affiliates other

than .Ho1dings.MSSwtd.ot rdireet and indirectsubsidianes of.Holdings the

1group Partie Specifically the purpose of this Letter is to request that the Stat

the of The Division Corponition Finance of the Securities and Exchange

Commissionthe or the EQconfirm that it would nat recommend to

the Commission that it tkeenforcementaetionagahmt.MSSB the Morgan Stanty

Parties or th Citigroup Parties If without registration under Section ofthe

Securities Act of l93 as amended the Secunties Act or compliance with ule 144

thereunder iul_144such parties temporaiily sell Secunties on principal tradtng

basis.or for discr to on the basi described .W

To PttV1dC..yt with nee ssary background Par .1 of this letter p.roides an

Qyjfffi forinathn and structure ofMSSi3 Pt Ill providesadiseussion of the

As discussed further below the businesses being contributed to the joint venture will

itielude certain.non4j.S amliates which will be separate subsidiaries of Holdings as
defined below For purposes of this discussion MSSB will includ Unidings and such

afflhites notwithstanding the fact that such affiliates technically will be separate

subsidiaries.ofHoldings

ri

1th iP

M%

CoIenthiI rreamentRequgd by MSS8Mórgan Stanky.andciti5mup 001
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managenent andstn.cture of MSSI3 xpectcd to be in plac 1..thecking of the

UnsactiOn Part III ptides a.temporaiy proposal for relief and Part IV provides

rationale tberefor Part summarizes the intentions for effecung tranaactions under

Ruk 144 alter the need for the requested relief has pasØdand VI summarizes the

retifsougjitin thisiett çr

Description of M$SB and the 7rnsactaon Crestin2 MSSB

MSSB is Delaware limited liability cinnpatly lbnned on Febnaiy 22009 AU
membership intercsts Ifl MSSB OWned by M0tgttStÆniysrnith Barney Hotng
LLC D.ektwäte limited liability ..

Holdings and MSSB were formed pursuant tQ Joint Venture ContrIbution and

Formation Agreement dated as of January 13 2009 the fi by

arid between Citigroup and Morgan Stanley Pursuant to the Contribution Agreement and

subject to the completion of defimtre limited liability eoinpany agreethenf to be

entered into at the closing Citigroup and Morgan Stanley hae agreed to contribute

ertaiu assets and buameses to MSSI3 the Contr4buted Bustneasesi With certain

exceptions the Ciugroup Contributed Businesses the include Citigroups

relmi brokerage and futures bnsnies operating under the name Sniith Barney in the

United States arid Australia and under the name Quilter in the United Kingdom Ireland

and the Channel Islands With certain exceptions the Morgan Stanley Contributed

Businesses the MS Channel and collectively with the SB ChanneI the ChanneJs
include Morgan Stanleys Global Wealth Management business and its private wealth

management busmcs on worldwide basis In the United States the Citigroup

Contributed Businesses are conducted principally within Citigroup Global Markets Inc

CGIJ Citigmup ubskuIaiy and the Moigan Stanley Contributed Bumnesse are

conducted within Mqrgan Stanley Co Incorporrued Morgan Stanley

subSidiary The primary business of MSSB will be retail brokerage and private wealth

management Although MSSB through the MS Channel as defined in the paragraph

below will engage in limited amount of principal trading through the MS Channel

which niay Inipik Rulet4
uob.tradingis.mipecte dto.l niosti for the puipose

flrcthtatmg easterners and is expected to represent relativey sinai portion of its overall

activities The mstrtutinal businesses of MS and COMI such as underwriting advising

on mergers and acquisitions and institutional and proprIetary trading.adunderw1ting
will remain in MS and CQMI and arc not.belng cOntributed toMSSB

The MS Channel employs full time fixed income fltrading business collectively

the Qk This Desk maintains prqprietary Inventory br client trade factlitatin and

for proprietarytntdingpurp.ses

/729996is
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It is the inteiflion of Citigroup and Morgan Stanley that following the closing of

thetansaction the Contributed l3usmesses currently conducted by COMI and MS in the

United States wift be conducted by MSSB in substantially the same fashton with ecrtain

limited mQdLficatlonS the ciosmg of the transacttort is cipected to occur as of Miy 31
2009.the .Watd June 009is.thc.trget.lstchiyof.M$SB.Operatkns

Ctegai Day One MSSL1S business will be earned out by approximately 20000
linancial athisors in the United States whose registrations will be transtirred to MSSB
For Legal Day One.due.to.thesize and eompl.exiyof the cnbinedentity MSSI3

intends to make as few changes as possible to legacy oranizationak operational and

supervisory structures as they currently exist in COMI and MS Most significantly for

ertam period time the customers of SB Channel will ontinue to have their

transactions cleared through ançl have their customer accounts eustodied and earned by
CGMI and customers of the MS Channel will continue to have theirtransactions

ccaretthrouhhahuseccountseutodied andcarned by MS As part

of this clearing function the servacesto be provtded by MS and CC3MI will include

clearing and settling securities transacttoair provtdang trade confIrmations and customer

statentents and performrng certain easluering functions custody services and related

services number functions melu4in regulatory ompliariceand supervisory areas

will..becoordinated andaligped wilL.be centraiizedtarsoant toumbreila

programs and poIieieThat wilt overlay the legacy programs and polices of the two

.hannds Over time and followmg the parties applicable Relief Periods as defined an

Part IILC betw it is expected that tbe two Channels will be integrated into one

operation and that ultimately MSSB wall become fully selfclearang and custOch and

carry iWU customer U11tS

At the close of the transaction through various ubsidaanes Morgau Stanley will

own 51% of Holdings and Cttagmup wail own 49% of Holdings As noted aboe the

Contributed Jusinesses will mcludeeertaan additional nonU affiliates of Morgan

Stanley and Catigroup all of whose holdings an SEC-registered securities will need to be

taken into aecount.far Rule 144pitqOs

Holdings will be mana god by board of directors consisting of four Morgan
Stanley designees tvo Citigroup designees and th semormost operating executive of

Holdirgs subject tq.cetilo.requirnieuts Board decisions will be inade.or delegated to

Holding management by majority VOte provided that eab of Morgan tati1ey and

Cangroup will have etv rights with reapect to certain matters

Morgan Stanley waD be provided watlicertam call rights exercisable fbflowang

ehethinl.fi ye sariesofthö.ckmsing orupon a.changeinóóntrolóf

Citagroup which ultimately may gave Morgan Stanlçy full control of Holdings Citigroup

will he provided certain put rights exereasable upon change in cojitrol of Morgan

Sun1y or under certamnarcumstances following the sixth anniversary of th closing

lIoth Morgan Stanley.and Citigroüp will be subject to ertidn.tIictioæs on transfers of

interests in Holdings and on operating aquiring.or hotding.entities that engage in.certain

8k aLP

.crms tqututhMSSBMo S1andCiijoup i0
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restrtcted businesses Eah ut1 have eustomar reg tration rights from the eather of an

IPO and the sixth vCrsiuy of closing

Prkr to and foiiowingthe closing MSSB will work to integratethe Information

technology II sysienv of both Channels Due to the massive scale of the joint

enture however creating an integrated IT system from the COMI and MS legacy IT

systems wilt require extensive changes to multipt systems covering range of business

uses and multiple client communications and for some tune there will be both product
data and yttiæ.d.jO

Management and Sfructure fMSSB

As ot Legal Day One the MSSB executive management team is expected to be

in place Most members of the MSSB executive management team will be employed full

tune by and wifl provide aU qfthtr professipuat sertces to MSSI3 Hoever in some
instances team will ba .additkutal re pousibilitiesat their

respeetiv legacy employers at least through the transition pertod James Gorman the

Jiamuan and CEO MSSI3 wtll continue to be an executive of Morgan Stanle

Lmkwise certain other members of MSSB managetnent will retain

responmbilitmes at Morgan Stanley in administratwe functions including operationa 11
human resonrees and legal However it is not currently anticipated that any of these

people will be involved in directing effecting or recommending transactions in securities

aroting securities on behalf of MSSI3 or ib customers There will be other MSSI3

people who may have ongoing responstbmlnies at Morgan Stanley and/or who will be

involved in directing the voting and investment of Securities at MSSI3 However in light

of the prctections.tpbe implemented See Inforrnaknr Rarriers.below.M SSI3aOd

Morgan Stanley will not share information about their
respective custnners trading or

their ptopnetary trading except as necessary to indicate the existence of Inventory or to

facditte an MSSI% tradc In addmtien in order to satisfy various Financial Induatmy

Regulatory Authority reqn1renutnts regarding review of research diibuted and

marketing niatenids created by MSSB ihete may be4 lunited number of employees of
the Citigmoup and Morgan Stanley affiliated broker-dealers who will be dually-registered

with MSS8 fora certain perid

Ci
iQia mdCt4grp 41
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1nfgration Efforts to Date if Management and Other

As dIscusd 1iirthór herein the integration of the IT systnis very extensive

and difficult undertaking that Will take months to complete Likewise integrating the

two Channels employees facilities and ether systems will be challenging Physkal

space will be integrated aftor Letl Day One ottly as leases expire and the business

rationale favors ombmmg faethtie Systems other than the IT systems will be

integrated onLy as necessary teappropriataly account lbr MSSI3s operations Executive

fltanagement of MSSE will share space in Westchester County New York as of Legal

Day One However generally empkiyes will continue tn work in the otec in which

They currently worlç and on the systems on which they currently work The mtegration

process will be gradual and will take 12-24 months to complete With few exceptions
until the end of Relief.Peribds for both parties the Channeis.wiIl coOtinue .tó..opera te

independently

on gtrnd Jwt.Mmeni Dec iswn.sfor KSSB During the Relief Periods

tifld hive eat isrefltvith ja the MS channel

Within the MS Channet the methodology for voting and investment decisions is

as follows

Forcztorneregsnver whidt the Own dLcciionü
authority. MS Channel representatives make independent investment

decisions for customer accounts over which they have been granted

discretionary authority by the customer These decisions arc made

independently by the representatives themslve and are not coordinated

amongthe ropreseritatives MS Channel representatives do riOt make

voting decisions with respeet to discretionary customer accounts

Rarber the Channel tranfors discretionary voting authority to dnrd

party proxy advisi firms RiskMetries which vote the securities

based on their Own voting recommendations In rare instances an MS
Chnnel voting conintittee may override the proxy advisory firm voting
recommendation or make the voting decision when the proxy adviiory

firm has no inendation This same processappliesto non
discretionary where the customer requests that the MS
Channel as client service matter vote proxies on behalf of thç

custOmer

For MSThand thirdi arty mcw4gàd ce it programs The M$
Channel is not granted discretionary authority over third-party managed
accounts either with

respect to Inlestment decisions or voting Rather

MS Channel eustomer grant votr and investment discretion to the

third-par nanager tf the ount.A.ordingly the thurd-parlynianagª

Conta1 TrcaamntR eecdbyMS$B Mo StnkyndCIiigrnç -OiS

A72999666i8
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makes voting and investment disious for the customers in these

managed accounts

Voting an Disereti wthinthe SB nd

Within the SBChimnel the methodology 1irvting and mvestrnein decisions is

shhilar

For cvswmer accout over which the SB Chamie hats dmcrelionary

athor be SB Channel has personnel who develop sector allocation

targets whxJi are then shared with individual financial advisors or are

incorporated into Investment advisory accounts For nist discretionary

accounts the financial advisors make investment decisions guided by th
recommendations of Citigroup research For investment advisory

programs which niAude asset allocation features the financial advisors

assist clients in choosing an asset allocation model which is comprised of

tnutuil funds exchange-traded hinds Eior separatet managed
accounts managed by thitd party manager In sonic cases the

financial advisors may choose such mutual funds BTPs or separately

matiaged accounts The Sf3 Channel generally makes voting decisions

for customers according to the recommendations of third-patty proxy

advisory firms RiskMetrics In relatively sniall number of eases

where.such finns have conflicts or otherwise arØntbiilb provide

recitiendations voting decisions are thab.OnnnitteeOf

enipioyees of the SW Channel

ma ageda .nsTheS13

Channel delegates the discretionary authority that it is granted by the

customers tc thitd-party managers who make voting and investment

decisions for the customers in these managed accounts

As is evident the two Channeishav.e their own separate protescs for making
voting and investment decisions and where their own representatives are actually

esercisiag discretionary atithority these decisions are based independent factors

Iliese processes will generally stay in place after Legal Day One and through the parties

applicable Relief Periods and combined with the other facts set forth in this letter

mimmizt concerns regarding the sharing of information and coordinated investment and

voting dcision While employees of each Channel at the senior levels may interact

from timeIn tim investment and voting decisions are not made and wQuld not he

coordinated at this leveL

kftrrnion Barrfrr

Coidnthd Treaimeni cqs biM5S13MorgmSeuiky andCnioup-.O06
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nunencig lDay One MSSBMorgan .Stinly and Ci up wilt

maintain information triers to protca their respective customers trading information

Moi gao tanle and Citigroup will not share mtnnation about their customers trading

with MSSL3 nor will they share with MSSL3 niformation about their proprietary trading

eceptos necessary indicate.the existence inventOry drto facilitat an MSSB
trade MSS1 wilt not share information with Morgan Stanley or Cingroup about its

trading except as necesaryto..executea trade tbroug MS or CGML Morgan $tanley

and Citigreupwill notshare information.ahout th rpending.investtnent banking or

mergers and aequiitions transactions with MSSB exóepi to thc.etent MSSW.is

participating with one or both finns in distribution of securities or as necessary to

enforce statutory trading restrsons such as the tnder offer rules Although

MS8B will not maintain fØrniat rnfonnation barrir between the MS Channel and the 513

Chiuui note that during the parties applicable RehefPerids registered

representatives in the SI Channel will not hsve computerystesaccesstocustomer

positions and trading information in the MS Channel and registered representatives in

the MS Channel will nOt have computer systems access to customer positions and trading

information in the SB Channel During the parue applicable Relief Periods customer

trades in the MS Channel will be cleared through and custodte4 at MS and customer

trades in the SB Channel will be cleared through and custodied at CGMI As insult

Morgan Stanley aiid Caigroup believe that it is unlikely that registered representatives

and customers in the two separate Channels will have any practical ability to coordinate

trading of securities

In addition to the infonnation barriers described above for variety of legal md
eomphance reasons Caigroup will iinplemeat information barneri between and MSSB
on Legal Day One designed to permit the positrons and activities of MSSB and Citigrnup

not tobeUMbUtedtô oOc another ibr th of ScctkinII J3afld 16 Rti1et4e5

in accordance with th SEC disaggregation guidance in Its Release No 34-3953

January 12 l99

IlL Thnporanr Proposal for Relief fói Legal Day.One

Infrric1ion

Rule 144 creates safe harbor frbni the definition ofundrwriter in.Sectioæ

2a 11 of the Securities Act person satisfying the applicable conditions the Rule

144 safe harbor in connectIon with sale of securities is deemed not to be engaged in

4iitrsbution of such secWltles and therefore not an underwriter fbi purposes of Section

2aXll One of the determinations thatrotithiely.needs.tobe.rnade in conne tiôn Wth
Rule 144 is that of affiliate status whether particular person is an affiliate of an

issuu pursuant to Rule 44aX Rule 144aX defines an affiliate of an issuer as

person that directly or indirctJy through one or more intermediaries controls otis

controlled by or.is undr common control with such .issuur Rule l44aX2provides that

the term persön.wben used with reference to person for whose aócounls securities..are

coentI1TreatRunteiiy MSSiiMirgii StanIy nnddijgrn O0bnghrn A129W.1
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to be sold Intel lance
ppoii Rule 144 iciudes in alition to uch person .n.poatioh

or other organiaucni in which such
person is th beneficial owner often peroent or more

of the equity interest

Lath of the Morgan Stanley Parties the Cthgroup Parties and MSSB will hold

eeurities including in sbinnses retæcted securities dfvaiiou issuers on a.principal

basis and threugl discretionaiy customer accountS The parties will comply with the

conditions of the Rule 144 afs bather as modified by the Propota fin Tntporwy Relief

below when
entering inta ansactions with respect to such secuntie As discussed

below we are only requestng relief Ibra temporary period until no laterthan September

30 2009

.a sqIfr Thiip aiyReIMj

During the
applicable Relief Penod eaeh of the Morgan Stanley Patties and the

Citigroqp Parties as applicable will eontrnue their respective current position monitoring

policies procedures and practices for purposes of Rule 144 Each ofth Morgan Stanley

Parties and the Citigraup Patties will aggregate the securities managed and/or

beneflually owned by the portion of MSSI3 thilt was conmbuted by such
party That is

for example the Morgan Stanley Paitres will aggregate their hotdtngc with those of the

MS Channel ibr purposes of Rule l44aft1hate de tntnations AfiThite

Determniatiens and any applientien of the volume tinutations set frth iii Rule 144e
and the Citigroup Parties will aggregate their holdings with

those of th 513 Channel for purposes of Affiliate tetcrminanons and any Volunte

Limitations During tt applicable Relief Peno4 neither the Morgan Stanley Parties nor
the Citigroup Parties will aggregate their positions with MS.SB as whole for purposes of

AtThiatt 1etennmations or Volume Limitations nor will MSSB separately make any
Affiliate Determinations or ttack Volume Lirnitatins The MS.Chaiuel ieurrentv

monitored and reported on an aggregated basis with MS and tlw SB Channel is eurrentl

monitored and reported on an aggregated basis with Citigroup There are dedicated

groups for eah parent charged with zutmitoring and reporting its positions and these

groups will continuC to do such lnomtonng and reporting for each parents respecttve

Channcj during the parties applicable Relief Penod.s

in the event that either the Morgan Stan ley Parties or the Citigro up Parties are

required to file any Forms 144 during their apliciM...ReliefPerkid the re1eant.paftks
will add footnote disclosure disclosing their relationship with MSSB In addmon during

their upplicable Relief Penods once either the Morgan Stanley Parties or the Citigroup

Parties determine that they are required to file Form 144 they will include in such

footnote.disclosureehe portion of the holdings that.is attributabteto.MSSL3 By way of

by M5Si3Morgt antey and Cftigoup -iOS

7299666i5
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exampleif the .Citigroup Parties WótCtO .11k FOflTi 1.44 to reporta sale ofrestdcted

securite within the meaning.of Rule 144 they would include footnote disclosure

mdicatmg that Citigroup owns 49% of MSSI3 and the amount of the sales being made by

the SB Channel of MSSB

.C lWif Per

ths.en their different IT systems and respitetive velofwnersbip in MSSB
Morgan Stanley and Citigroup have diffiret timetables for resolving their

respective
IT

challenges in order to be in position to aggregate with MSSB and to disaggregate from

MSSI3 Morgan Stanley may be able to completely aggregate its position monitoring and

reporting system with MSSI3 on Legal Day One but in any event expects to be able to do

so nolater than September30 2009 CitigroupØxpeets to be able to completely

aggreate
its position monitoring and reporting system with MSSI3 by September

2009 Morgan Stanley and
Citigroup eipect to be able to completely disaggregate their

position monitoring and reporting fIoiu MSSJ3 by September 30 2009 Accordingly the

parties request hat the Staff grant tempQraiy reiióf toallow each of the Mçrgan.Staniey
Parties tb Citigroup Parties and MSSB to sell secunties on pnncipal tradtng basis or

for thscretionary custonier eounts witItlt registration undc Scctio Or compliance

with Rule 144 on the bai described above in Prnr aiatfo Dernporaiy Rehefthrough

each partys apphcablc 1ohef Period

te that while.tbisinibrniation.ean be.diintined manually by each partywith

respect to an individual.securiy for hich reporting threshold hasbeeii exceeded and

filing being made neither party currently has the ability to monitor4 on an ongoing and

daily basis the SecUrities held by the
portion of MSSi3 contributed by the other party in

order to determine whether
reporting threshold has been reached on an aggregated

basis See hdIengts below

4With respect to this atiticipated nm1ng Morgin Stanley is un-ently receivmga dtly
test feed front Cingroup which reportS positions in securities within the 513 Channel

Morin Stanley is in the process of adapting its IT systems to read this fbed and to

aggregate the position infonnation with its owe position Information and that of the MS
Channel Citigroup is similarly receiving test feed from Morgan Stanley which will

enable it to report positions in securities within the MS ChanneL The imtementaiin of

thcse feeds is in progress and will be cmpkted by the end of the parties applicable

Relief Periods at which time the positions within the two Channels ofMSSB will also be

able to be combined from an IT perspective

ContdntiaiTreatmentRequstedbyMSSB4 Mgan Stanley andCitinup O99
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hither Murgan Stank or Citigroup ma he in position to aggregate its posit ion

nnturmn and to enable compliance ith Rule 144 on basis which IR longer requires

reiiefearlier than the other andtir earlier than MSSR 1i \4organ Siank or Citigroup is

abie to aggregate its position monitoring and repor1in with MSSB or ifboth are able to

disaggreale their position monitoring and reporting from MSSI3 earlier than September

200. in each case such art will notify the Staff in rititig

Ehis
request ir relief is limited as tllows

the relief vould be tcwporai-v and for the Morgan Stanley Parties and

the Uitiiroup Parties ould not extend past the earlier of the latc on

hich Morgan Stank or itigro1i as the case may he cart aggregate
its

position monitoring and reporting with MSSB or September 30
2009 and for MSSB WOLIId not extend past the eariier of the date on

which each of Morgan Stanley and itigroup can disaggregate its

position monitoring and reporting 1ioir MSSB orh September 30

2009 in each case such period is referred to as the applicable jjjf
Perkd for such parts

ii for purposes of Section and Rule 144 the use ol the temporary

agLrcatiou method described above ould be limited to Aililiate

Deterninations and Volume limitations

the relief souId be limited to transactions in hieh the Morean Stanley

Parties the Citigroup Parties or MSSR %ould he selling on principal

trading basis or through accounts over %vhich the Morgan Stanley Partie

the Citigroup Parties or MSSI3 exercise iave.stment discretion

iv the relief would not extend to situations where either the Morgan Stank
Parties the Citigroup Parties or MSSB_ as applicable is acting as an

underwriter in an underwritten offering of the securities at issue and

the relief would not apply in situations .here the Morgan Stanley

Parties the
itigroup Parties and MSSI3 hate actual knowkdge with

actual know ledge Lw the Morgan Stanley Parties or the itigroup Parties

of ownership positions the other and its Channel to be based for this

solely on ownership positions disclosed the other pari in

Schedules 131 and 3G likd with the Commission under Section 13 of

the Securities ixchange Act of 193-I as amended hagçç1
thai the Morgan Stanley Parties or the Citigroup Parties combined with

\ISSI3 bcneficiaIl own ithin the meaning of Rule 3d3 under the

lxchange Act securities in excess of the applicable thresholds used by

the Morgan Stanley Parties or the Citigroup Pariie as applicable for

their .ictcrminanons otafluliatc status br purposes of Rule 144 without

rcfrence to the relief
req nested in this letter

calfliflt Rtctci MSSIL \1tian Scztnkv and 3112 ilp

11
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In addition we hereby contirin that none of the Morgan Stanley Parties the

itigroup Parties or MSSI3 is requesting interpretative guidance ith respect to the

dcinntons of aF1illate and person under Rule 144

IV Rationale for Refluested Relief

\Ve beIie tie Iolkwing antunicuts support the requesi Ir reliel

.\. fi px on .1ivn.i Thu/a 7zon 1n /ui Jrtaiih

flecause it group is not contnLuhing principal trading business to MSSR aflti

Morgan Stanley contrihutin just small principal trahng business the primary

usiuess ul MSSR will be retail brokerage and private wealth management and the

majority of positions are in custtmer accounts the majority of which are non
dkereiionarv Although MSSU will engage in limited amount of principai tradin

expected to be tr the
purpose

of 1tcilitating ctlstotners such trading is expected to

represent relativeiv small portion of its overall actii1ies As result Morgan Stanley

and tigroup expect that on its own MSSII will very rarely if ever at the early stages

of its business reach threshold of SeCUrity ownership that would result in it being

etcrntined to he an amliate of the applicable issuer lbr
purposes

of Rule 144

ike ise due to the nature ol MSS13s primary husincs do nut beliee that

the ast majority of transactions ellected MSSL3 either transactions with respect to

customer accounts or principal trading primarily to facilitate Customer acCoUnts are the

type of transacuons that were intended to be covered by the delinition oFunderwritcr

within the meaning of Section 2a Ii of the Securities Act

Furi/wrs huhIi /licr hjecties

\bsent the requested reUet it is possible that the transaction will not be able to

.h5e mtil the stems are de eloped to permit aggregation of information required to

he disclosed lowever the importance of the swift and stmcesstiil completion of the

enture iii the current market en ironmcnt cannot be underestimated We helicve

that the ulollitoring and reporting challenges titced by the proposed joint venture arc

umii1Ie and possih unprecedented We also believe that given the reasonable

alternative reporting proposal contained in this letter the balance of public interest

eigs in fiior ot granting the limited and temporary mequested relief without which the

losng ofthe transaction would have to be delayed

We note that to the extent an cuIoniers of MSSR are themsel es aliiliates ol the applicable

issuer we expect that MSSU procedures will require that customers confirm Confltlliaflce with

Rti 144

Contidcnt3aI Treatmncnt Requeskd MSSI Morgm Stanley ud itigroup 00

-I7299 1$
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First the current financial crisis creates special need for urucnc to close the

otat Ciii Lire transaction.1 he transaction will provide certainty at time when in estor

ceifusion is rift and confidence is Customers of the two firms would be provided

d5Mrance of the future structure olthdr securities firm when many are struggling with

tuadamental questions 01 horn they can trist with their finances and turn to for advi..c

Second the joint venture structure proposed Citigroup and Morgan Stanle is

antisual Most transactions involving changes otowneNhip of broker dealer arc simple

acquisitions not
requiring

the merger ol two retail operations with ongoing arrangements
with two legacy firms ihese ongoing arrangements ith the legacy firms create special

complicatons in complying with Rule 144 Moreover the sharing of legacy firm

ownership dna that is required to perform this aggregation raises significant ongoing

tsiness concerns for the le.acv firms businesses thai are not contributed to MSSB
articu1arlv fInS uw-oup hich does not have managenic.nt control oer MSSU Not on1y

taesc unique utonitorinu and reporting chalknues not rke in iflOit transactions as

deased further in tne next paragraph thc also are more halknginu in this transaction

he ksues more commonly raised

ih rJ the .calc of the joint enture is unusually large touchng more than 10

lion cuslonier accounts and creating technological challenges of immense scope For

\ISSR Morgan Stanley and Citgroup to respond to the resuItng disclosure challenges

th must make cxtenive changes to multiple systems co ering range ot monitoring

aitd business uses Given their scale temporary manual fixes to address these problems

are not practicable and would not result in accurate untormat ion being consistently

orovided in time manner to the public ftc scope of these sknis changes is perhaps

Imnrecedented for combination of retail operations

fourth despite the signiticant challenges posed the scope of these systems

changes \lSSI Morgan Stanley and Citigroup arc committed to iunplernentintz the

changes in iimeh and comprehensive manner Therefore the requested relief is to last

lnl for tile relatively short interim period until such implementation is complete so that

customers and the market may receive the benefit otcertaintv provided dosing the

trunaction as soon .is possible The requested relief ill allow the parties to close the

tranactjon more quickly and is appropriate and in the public interest given the current

inaneiai market wrmoil

See .L .kw.n Licr I/c- .tIijesii .ovcnncIl LvLIIwltL -lc cem /erru
Jaci Eecier 01M which was eranted iii part based ou the nitdd in1dtnnc

evcrnnienu response to the international financial crisis

IlllIii Rt4i In 5I.SSI Moriii Lank .inl in iip
ii

..IH-fi IS
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In iCVc ot the iiu.ual structure of the joint venture transaction tile scak of the

\enture the massive resulting stems changes the urgent need to provide certaint

ta customers and the turmoil in the financial markets believe that it should be

possblc tr the Stall to provide relief in this situation without creating precedent that

ma be used others here the esigent ciretinistances present here do not exist

Moreover beIie that the provision of relief in this circumstance will benefit

nvestors and the public and will not he ctfltrar\ to the Commission investor protection

ar

nnrdnuiticu of Wobal ILguIuzorv kgina

lach of f\lorgan StaiIle3 aiitl Citigroup subject to disclosure interest regimes

glbailv wait each ha iii its own requirements and standards for global monitoring and

reporting Accordingly monitoring and reporting on global kel ill require an II

stern that ill work effecticlv on global basis and iniIcmenting this system will

take time

liallenges

From practical standpoint it may be dihlicult br Morgan Stanley and Citigrou

ta resolve the integration challenges prior to or immediately after closing the

trutaction such that the and MSSR ma efftctirel monitor and trade positions in the

uauner required to sell securities on principal trading basis or for discretionary

customer accounts under Rule 144 on Legal Day One As noted above there will be

ioniticant work iiivolved in integrating the \ISSI3 data into two companies Ii systems

wd in the nicantinie there will be substantial product data and system dissunance Ihat

said the two firms arc making diligent efforts and ha project teams in place in achieve

sufficient intewabion as soon as practicable to he able to comply with disclosure

regulations and maintain the coniidentialitv sensitive ownership data without needing

to implement onerous manual solutions To date each of MS and Citigroup have

exchanged data teds of their reporting positions that will be contributed to MSSI3 on

legal 0ay One and the parties are working with these ficds as described in Note above
ha ecr the parties expect the integration issues fr the IT systems that are relevant to

reporting to be resolved graduall over fe months ith goal of complete

nleraLton September 30 ouc

Lach of the ta lirms has project plan itli clerIv delined IT milestones arid

goals and which sets out the steps that have been taken and the steps that remain to be

taken josard compktc integration

To the eNfent that the systems are not integratel as necessar to Facilitate

comptiance l_egal One manual workarounds would be the oniy possible solution

ahcnt relief However the unprecedented scale of MSSI3s brokerage operations niakes

such manual orkarounds impractical and any form of manual workaround in tao very

laige organizations raises significant concerns regarding the reliability ufclata and the

iidoiIi Frcatrnini \SSt itrin Staik and niup
.\ Fc
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re.tiitjne conclusions In addition preparing aM implementing these manual
workarounds ould require signiticaiit IT work and would ultimately distract and delay
the firms respective IT groups as well as their compliance ersonuCi from their primar
goal of ilitegration and strict compliance with the rules iii the near term

he foley ni are some of the IT issues that must he resolved before the

sxsstid integration ol the MSSI3 data into the Morgan .Stank and Citigroup IT
stems for FIjI late ieterminations and an application of Volume Liniitaijons

tcurflics data .dnhiiiljtnjisucs For man securities there is

no common international security identifier This is
particularly

the case for structured products and derivatives where the

litikage between the derivative and an underlying listed sccurit

max iieed to be nianuallv estahljchcd to ensure that tirms

aggregate position data is accurate Moigan Stanley and

Citigrip use different methods of identifying these securities in

their respective databases As result there wil he

dis.repancies it the position data is integrified prematurely TO
resol this issue translation table must he created to eliminate

the discrcpanics befui the Contrhttted Busiiie cs position
data may be combined The process ot Creatilli SUClI table an
mapping the relevant data from itigroitps Systems to Morgan
Stanleys and vice \cisa wiil be timcccnsun lag and diflicult

ataMcdeJDiffrrçeç Morgan Stanley and itigroup use

different data models and ultimatel capture their position data

ditkrent.Iv Morgan Stanle and Citigroup are working together
to lind common data model in order to process the positions

toether Each iT stein collects different information about

customer accounts and even where they collect the same

information thc may do so diffirentlv complicating efThrts to

determine which data should be ncludcd in reports and lio it

should he calculated

.omzistic.s for Transfcrrjm the Eata Due to the Seflsitiitv othe
data Morgan Stanley and itigroup must agree on secure av
to transfer and arehouse crossfirm information to ensure that

cunlicleittial information is not diclosed Althoutdt Mortan
Stank and Citigroup have di tIerent louis available to do this

the in tist agree upon standards to be implemented on both sides

in order to begin automated transmissioiis in secure manner
This etThrt can take lime imone of the parties needs to acquire
and iiistfI ue tool in order support these requirements

ontikninit MS.SJI
ior.ui .Sijli nd tftfuup
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.s ited aho the partie expect these arious interat ion issues to be

reol ed raduail er ti months uk goal of corn plete ititegra by

\penlcr 20

n7irc4rv .S uwi

Iinal1 and most aotahi the proposal for .cga Day One is only tem/wrury

solution proposed in the interest of providing market tmnsparenc under difficult

ircuiiistaiicc It not permanent and is merel meant to bridge the gap until the

integration issues for the iT systems that arc rckvant to Rule 144 are resolved With

respect to the Morgan Stanlc Parties this may he by Legal Day One but could extend

inti September 30 2009 and ith respect to the itigroup Parties and MSSI3 this is

esneLted to he by September 30 2009 l-uch of the Morgan Stanley Parties the

tigroup Parties aim MSSI3 will sell securities on principal trading basis or for

Jiscretiutiar ctstonier accounts in Lompliance jilt Rule 144 as written as soon as such

par ha the independent capahilit to do so or shortly thereatkr As noted above either

\lontan Stanley or .itigrup may be in position to aggregate its
position nionitoring to

raNe oiiipliance ith Rule 144 on basis hick no longer requires relief earlier than

thc other andor earlier than MSSI3 IF Morgan Stank or Ciligroup is able to aggregate

its position monitoring and reporting uk MSSI3 or ii both partiec are able to

disaggreate their monitoring and reporting tron MSSR earlier than September 10 21X$1

in each case such pam ill not Wy the Stall in ru ini

Intentions fir EffecIin Transactions Under Rule 144 fullowin2 the Relief

Periods

Folkw ing the integration of the MSSB data into the Morgan Stunk and

igroup sy sLfl15 and the disaggregation of MSS13 from Morgan Stanley and

tigroup the parties ill ha the ability to sell seuriiies ott principal trading basis or

disetetmnr customer accounts in compliance ith Rule i-It

VI Relief Sought

In summary MSSB the Morgan Stanley Parties and the itigroup Parties request

thai the StalTot the livisiou of Corporation Finance contimi that it ould not

r.xommend to the Commission that it take cntbrcement action against MSSB the

Monian Stanley Parties or the itigroup Parties if without registration under Sectitni of

the Securities Act or compliance .ith Rule 144 thereunder such parties temporarily sell

securities on principal tradint basis or for discrelionar customer accounts on the basis

kcribcd aho his requct lOr relief is subject to the limitations and

c.kni kdgemcnts -set lorUt in Part II l. abtn

ILiJ r.i.ii ...l 51551 zin StnI and itrup It
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Ft.i C..FiIMNliAl RlAr1INr RIQUESTED pVRSUM CF 2O0il

\JL Confidential Trcattnent Request

\s ct the date of this letter the patties have not publicly disclosed certain ititorntation

contained herein including their expectations regarding the closing date of the

transact ion Public aailabilitv of this information could ha adverse .onsequences for

he rtic example an unexpected delay in the closing could he interpreted by

market participants as an indication that there are material difficulties with the joint

\CnlUre when none in tiict exist Accordingly notice of this letter also being sent to

the ifliee of reedom of Information and Priac Act peration of the Commission
and respeenuIJ request that the Commission accord confidential treatment to this

retuest and an riucn responc ti-om the Stafithereto ptrsuan to .F.R 200.81

utn ii the earl icr ol the lisin Date and iithe date that is 120 da front the date of

the Stairs response iii this letter

Please contact .aurie Cervenv of Bintham McCutchcn 1.1_P at 61 95 18527
iseha Travers of Davis Polk \Vardwchl at 650 7522014 or the undersigned at the

ahcive phone number to discuss ans questions or comments to this letter

Sincerely yours

JoInt i/s.Jmeilcr

cc \li..hellc roschakofI4orean Sianle

Anne .oonev Mortarm Stank-

Rc-Anne Richter Morgan Stanley

Demninc Bmihlard Morian Stankv

ic cc Kramer Morgan Stanlev

Michelle Vilke Morean Stanlev

l3eth MeGinlev Morgan Stanlc
Mathias Kramer Morgan Stanley

Neal SaIli an tUingham MeCutchen L.A .P
Amy Kroll 1ingham Nle utchen .LP

lards ..allcott I3iin.thaut \le..utchcn 1.1.1

I..iLie er cnv l3inghani .\lcutcheii 1.1 .l

kar Polak Ciiigroup Inc
Al Karshan Citigroup Inc

Craig l3arrac itigroup Inc
Miseha Travers Davis Polk Ward.ell

amrv Schwartz Wavis Polk Ward cli

nt 1iicthmnt SS II \lurti ak ruriiip it


